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1. CONFIDENTIAL ENTIRE TEXT. 

ll JJi™***'' AMID "* ATM °SPHERE OF GLOOM ENGENDERED 
BY TKE A PPARENT VICTORY OF BEIJI NG'S CONSERVATIVE 
LEADERS, | " "^ ~ j 



DODE-00 
OMB-01 

E-01 



1 1VLU LCUNUFF THAT THE INSTITUTE IS LIKELY 

TO BE ABOLISHED AS A RESULT OF ITS OPEN SUPPORT FOR 

STUDENT DEMONSTRATORS. ACCORDING TOl 

BECAUSE OF THE INSTITUTE'S ROLE IN A UJHOREMG A MAY 19 
DECLARATION SUPPORTING THE STUDENTS AND PREDICTING 
THAT BEIJING MIGHT ENFORCE MARTIAL LAW, THE 
INSTITUTE'S DIRECTOR AND OTHER LEADERS WILL PROBABLY 
BE SACKED, AND THE INSTITUTE ITSELF MAY BE COMBINED 
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WITH SOME OTH ER RESEARCH ORGANIZATION! 

l uu| „ u „,„ „> La0 BELIEVES THAT | ' i rR FLUEHCE. 

which WAS ALREADY WANING AS ECONOMIC REFORMS HAVE 
BEEN PUT ON HOLD, WILL BE EVEN FURTHER DIMINISHED 



3. 



IN A SEPARATE CONVERSATION WITH RcnwnFP.f 



HAS 



^ HAS 

^orwuimLi^ xak£W RESPONSIBILITY FOR HIS INSTITUTE » S 
flTr^t^ MAY 19 DECLAR ATION IN AN ATTEMPT TO LIMIT 
LEADERSHIP REPRISALS AGAINST THE INSTITUTE'S 
RESEARCHERS. THE JOURNALIST ALSO INDICATED THAT 
FORMER HU YAOBANG PROTEGE I 



| HAS TAKEN SICK, BUT IMDTfRTFP TH AT THE 

ILLNESS WAS POLITICAL. 

4. COMMENT: THE COMMON THREAD IN THESE STORIES IS 
THAT REFORM SUPPORTERS IN BEIJING ARE PREPARING FOR 
ROCKY TIMES AHEAD ONCE THE CONSERVATIVES IN THE 
LEADERSHIP PUT THEIR HOUSE IN ORDER AND CAN TURN TO 
CONFIDENTIAL 
CONFIDENTIAL 
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FRYING SMALLER FISH. THE REGIME HAS TAKEN FEW 

£^^ E STEPS AGAINST THE REFORM INSTITUTES SO FAR, 
HOWEVER, AND IT IS NOT ENTIRELY CLEAR HOW HARSHLY 
THEY WILL BE DEALT WITH. END SUMMARY AND COMMENT. 

RESEARCH CENTERS^ VULNERABLE AFTER HAY 19 DECLARATION 



111 



W A ...-.» UP two I™™'* HECTan? H0KG KONG PRESS REPORTS 
THAT THE INSTITUTE, ALONG WITH SEVERAL OTHER BEIJING 
THINK TANKS, WAS GOING TO BE SHUT D OWN FOR S G 

THE DEMANDS OF STUDENT PROTESTORS. I 

INDICATED THAT THE INSTITUTE'S MAIN WiLE K IS THAT 

IT TOOK THE LEAD IN AUTHORING A MAY 19 6-POINT 
^^ TI ° N IK SUPP0RT 0F STUDENTS. THE DECLARATION 
JStS^?™ ^ CHINESE aU ™RITIES WOULD DECLARE 
MARTIAL LAW IF THE PROTESTS CONTINUED — A POINT 
THAT PARTICULARLY ANGERED BEIJING'S CONSERVATIVE 

SE52 SIHCE IT SEEHED TO TIP THEIR HRND TO THE 
STUDENTS. AS A RESULT, IT IS LIKELY THAT 

?Sc™ TIVES WILL TAKE STEPS TO PUNIS H THE FOUR 
INSTITUTES THAT SIGNED THE DECLARATION. IN ADDITION 
TO THE CRES RI, THE DECLARATION WAS SUPPORTED BY THE 
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BEIJING SOCIETY OF YOUNG ECONOMISTS (WHICH IS IN FACT 

SSSL"!!?^ THE CRES RI) - CITIC ™»2i2£ 

S?!22!' AKD THE RURAL DE VELOPMENT INSTITUTE UNDER 
THE STATE COUNCIL'S RURAL DEVELOPMENT RESEARCH CENTER. 

SUGGESTED THAT SO FAR THE ONLY THING 
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SE ^L HAPPEHED AT THE CRES RI IS ™&T RESEARCHERS 
HAVE BEEN TOLD NOT TO LEAVE THE COUNTRY. THIsIaY 

SSSL22 Sf 3 RI Rsaswwras to cancel plans to take 

ADVANTAGE OF U3IS INTERNATIONAL VISITORS PROGRAM AND 
HUMPHREY PROGRAM GRANTS. j™W«1I AND 



LOOKING AHEAD, [ 



SnFIDE™IAL THE CRE3 RI HIGHT BE ™ B ™ ™ WITH SOKE 
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OTHER INSTI TUTE UNDER CRKS AS fl WA ? OP »«nT.T CT Tu„ 



CRES 



"«ur # which is CLOSELY LINKED WITH APPARENTLY 
ECLIPSED PARTY LEADER ZHAO ZIYANG AND HIS ASSOCIATE 
Bao TONG, WILL PROBABLY HAVE LESS INFLUENCE UNDER THE 
NEW LEADERSHIP. IN FACT, SINCE MANY ASPECTS OF 
REFORM HAD ALREADY BEEN SHELVED BY BEIJING'S ECONOMIC 
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RETRENCHMENT PROGRAM, THE COMMISSION WAS FINDING 
ITSELF OUT OF THE POLICX-HAKING LOOP LONG BEFORE THE 
STUDENT DEMONSTRATIONS BEGAN. ^ 

CASS, ETSDRC LIKELY TO AVOID FALLOUT 



7. COMMENTING ON OTHER BEIJING-BASED RESEARCH 
ORGANIZATIONS ^ I SUGGESTEn THAT^S 

CHINESE ACADEm 'y OF SOCIAL SC IENCES (CAsTwO^T COME 
*NDER TOO MUCH PRESSURE, EVEN THOUGH* CASS RE^eLS^S 
P^T^f* S ™™ G ™ STUDENTS AND iSSSf 
PREMIER LI PENG OUT THEIR BUILDING'S WINDOWS. THIS 

2^™™* BECAUSE THS P0STERS WE ^ HUNG OUT OF 
XEETING ROOM WINDOWS RATHER THAN INDIVIDUAL OFFICES 
THEREFORE, AUTHORITIES COULDN'T BE SURE WHIcf 
RESB^CHERS, OR EVEN WHICH |C ASS INSTITUTES, WERE 



_ ALSO NOTED THAT THP 

KOHOHIC. TECHNICAL, SOCIAL DEVELOPS RESEARCH 

SSSS^E 1 ^?! STATE C0UNCI1, HAD AV0IDED ° PEH " 

SUPPORTING THE STUDENTS, IH PART BECAUSE THE CENTER 
WAS STAFFED WITH OLDER, AND HORE CAUT IOUS 
^SEARCHERS. THEREFORE,! |bEUEVES THE 



CEKTER IS OUT OF THE LIN E OP FIRE. 
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LEADERSHIPJRACKDOWH TO FORESTALL WIDER PROTESTS LATER 

SinrT ^!™ G ,f E ^D^HIP'S APPARENT DECISIOH TO 
TAKE A TOUGH LINE ON STUDENT DEMANDS, f~ 



OPINED THAT ONE FACTOR HAY HAVE BEEN THE EXPECTATION 
THAT ECONOMIC CONDITIONS IN CHIHA WILL DETEMORATE 
LATER THIS YEAR AND NEXT YEAR. SINCE IT ^LIKELY 
THAT SHORTAGES WILL WORSEN AND INFLATION WILL S UP 
OVER THE NEXT YEAR, THE LEADERSHIP^ HAVE FEL^T 

ESSE" TO TiKE A rouGH LIHE * G ™ ™* it 

DEHANDS AT THIS TIHE, OR FACE EVEN WIDER PROTESTS Aim 

IF, FOR EXAMPLE, THE STUDENTS GOT THEIR WAY NOW 
LARGER DEMONSTRATIONS HIGHT EHERGE DURIHG UPCOMIwr 
ANNIVERSARIES OF MAJOR STUDENT MOVeS! SUra If 
DUMBER 9, WHEN ECONO MIC COMPLAINTS^ BE^VeI 

2' luu i ulnltBB l C0MCL "PB° BY LAHEHTING THAT AT 
BOTTOM. ±mjs LEADERSHIP'S SUPPRESSION OF DEMAHn.c w,o 



-WOT. THE LEADERSHIP'S SUPPRESSION OF DEMANDS FOR 
POLITICAL LIBERALIZATION WAS A KNEE-JERK REACTION 

Af?t? Y ™ DES ° F 0BSESSIOK WI ™ ""htainIng POWER 

SLOGANS nv. 5 5LS0 M0TED ° NE 0P THE STUDE ><* 
SLOGANS — ONE IS BIGGER THAN FIVE (YI BI WU DAl — 

M^S",,^ 1 EVEM TH ° UGH THE FIVB "EMBERS OF THE 
POLITBURO STANDING COMMITTEE ARE NOMINALLY THE HOST 
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POWERFUL MEN IN CHINA, IN REALITY POWER STILL RESTS 
WITH THE PREEMINENT LEADER: DENG XIAOPING. 



TALES FROM THE THINK TANKS 



9. IN A SEPARATE CONVERSATION, 
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ZX? ^ UCfaAAH ' 1 ' H"** WI TH Hk ilJI NG ' S ECONOMISTS SHARED 
f°™ ™ S M0UT C^ 01 * 10 * 3 W BEIJING *S THINK TANKS 
tt-rmrr . UNDERSCORING PROBLEMS AT CRES RI, 



WITH ECONOFF. 



] NOTED THAT RESEARCHERS THERE ARE NOW" 

WDTI iTTKin ni>n*.v*» ..*_ . 



MAINLY CONCERNED WITH FIRMING UP THEIR APARTMENT 
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ARRANGEMENTS, SO THAT IF THE INSTITUTE XS SHUT DOWN, 
THEY WILL BE A BLE TO HOL D ON TO THEIR HOUSING I 

ALSO NOTED | 



i™ A^NE SHOULD BE HELD RESPONSIBLE FOR HIS 

INSTITUTES' SUPPORT FOR STUDENT PROTESTORS 
APPARENTLY IN HOPES OF SHIELDI NG RESEARCHERS AND 
5??™ f SISALS. 1 I INDICATED THAT 

IS WAS TOO EARLY TO TELL WHETHER CHEN WOULD SUFFER 
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TAKES TO BED 



COMMENT 



11. COMMENT: WB REPORT THIS INFORHATION TO REFLECT 
THE CURRENT ATMOSPHERE IN BEIJING, WHERE IT IS 
WIDELY BELIEVED THAT CONSERVATIVES HAVE TRIUMPHED 
-OVER ZHAO AND HIS SUPPORTERS. THE CAMPAIGN AGAINST 
REFORM-MINDED RESEARCH INSTITUTES REPORTED IN SOME 
CONFIDENTIAL 
CONFIDENTIAL 
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HONG KONG NEWSPAPERS HAS NOT FULLY MATERIALIZED HERE 
YET. THOUGH MANY REFORMERS ARE PREPARING FOR THE 
WORST, THERE IS STILL HOPE THAT THE NEW LEADERSHIP 
einto« E LESS HARSH T0WARDS THESE INSTITUTES AND THEIR 
STAFFS. BUT SOME PROMINENT INSTITUTE DIRECTORS ARE 
CLEARLY IN LINE FOR REPRISALS, ONCE THE LEADERSHIP 
CAN TURN ITS ATTENTION TO FRYING SMALLER FISH 
LILLEY 
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